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MEMORANDUM FOR: Deputy d»«»f i&ljport) 

SUBJECT: Accounting practices lor Sensitive Project# 

R £ : F RE Li NCI. : b.enuo ramies for DD/P iron* Dt>/S, dated 14 

Norcu bei I $ 6 1 , subject a# mbov* 


1, I, too, sin ctacer^ii about the tccot mt i ag controls for so-cRUi 
" (caiitlvt" project* «*4 *^ukli lu#ietor*, It* glad to coatidtr a pracedvatl 
papor drafted on tbit subject. 1 do not think that any oaa general paper *M 
•office to coyer the various accowttaft which are necaaaary for certain of 
the larger of these projects. It is not the simple type of seasitive project 

where « one* time payment is made to a person or group for a specific 
purpose -- that raises serious problems of adequate docuBsntat i°® . fae 
difficulty arises in the sensitive project requiring the continuing use of funds, 
knowledge of which must be bald very closely because of tee persons or 
groups involved and over which w# are able to exercise little or no cent: 
especially to the extent ef receiva* detailed accountings, rheas larger and 
con tinuing projects will require individual procedural papers prepared *ntn 
the help of tee Comptroller ami the Auditor. *• are even now drafting such 
a paper for tee large kb project ia consultation with the Comptroller and tea 
Auditor, and are finding that subsidiary procedural papers will be necessary 
in addition to the basic one. 

2. I have the impression that one reason for some of tee financial 
problems encountered up to sow has been the lank of a strong Chief of Rapport 
in those divisions where operations are e xp a ndi ng rapidly. It is in then : 
divisions that I feel we should place our strongest and most experienced 
personnel, and I would like to discus# this problem with you in the hope; that 
you could arrange for seme shifts in assignments which would holster »«r 
support in tee very areas where expenditures of tee larger, sensitive type 
will occur most in the coming months. 
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MEMORANDUM FOE: t Sopmy Ifcrecaar (DIbsI 

SuIIJEC 1" : A.ic>.vi'iiii-,g £aactieee Ik ieosirive Protects 

EEFEkSMCfc; ; Mwma dfel S 14*y Site DD/P, DG/S, Chiitatt, Project 

levies; lArnmtinm ffm D€iX t "Banket Waivers" 


L k'&t some fern# l ;wve item «9a»mMi about the problem of adequate 
i accounting controls for Stesiuft jx/ojac'3. a recent audit report of Project 

25X1 A2g ^^^■ttustrates tins prefttera as 4 ocsHrtacoe -me that it is essential Him we 

establish procedures wiijfc will x**rt a»at tbs tapeoUUure of firnds, i* re*«**u • 
tive of the 6 eeBitivi -7 of tte smteradieg, Is supported by adequate docu'sene mum--. 

%. In 1954 the 'teiiHtetex Gebtoii, #ft#r surveying die Office of Ces^oella , 
recommended the appoint s*#nt of « Jtet daeiM by tie DU/P sad (be UD/b to 
study tea parole a of pregatts ifbtt :alecisot waivers and m waits appropria* 
recommendation n to the Dfccectejr* a committee was appol&teJ and alter studyin-j 
die problem submitted cacfcfcv^teufcd ferns so the Director, which were approver 

in ** m<iata4te Intel ©a 5 fetay 1956 to ti* 

DD/S, end Chairman of tie Project itevioe ComMltec. ' (he esfieatUl jteiec* 
contained in this esemoraaetwi &m c rated mlmr. 

\ 

"2. la the ft*« re fe‘ a asajec* Is submitted with a request ter a blanker 
waivor, I will not teas Wee It wife** It eoetaiae oa« of the Micrwln* 

’a. Concur teece of ©e? wopaqr Diracter ^«$pot^ togethe with & 
imeaett of an coatralr aal support which he believes the element* 
under ale juriedfrteten afeouki provide. 

b. A imm moni If the Mmay Ur act or (?1*»J that tile par ojea m* 
not beer submitted to tee vepaty utnmr (Support) and the reasons theteter. 

' 8. its imy case on which a Mamet waiver is granted* it should he con* vioi m 
a* eub^ect n> the foil ** lag cuvtdiciaes ualestt specifically escepted twrdrwii 
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"a. The Deputy IMrecior (liaus), or any design me of Ms madr 
re^xmslbli; tor Mac# under a jroject with a blanket waiver shell 
maintain, within to la nits of <|«totlaul security, record® suffi- 
cient to permit an eeetfc oi -axtsuats should such an audit at any 
future tlim: be require.; ard , 

"h. ixsf qua lificat ion* aul sabred by the Deputy iJfceector (Supu art), 
j and approved by roe, shall be uctaplled etth " 

3. In actual practice ibis me® or* rim: has imm ineffective and project:; 
have continued to be; submitted and acted on by the Director ihtoi coordS-iadon whs. 
the DD/S. In those instance# whose projects bass been coordinated with to DD/% 
sad the advice nod assistance of to Cos tpi roller babe been obtained to establishing 
i accounting controio, cur problems hav j bees misisiah t M tbe ©dear hand, when a 

! waiver to normal accounting procedure $ it granted and the Controller it* bypass*!, 

I experience has shtwn that tbe control, loaiateaance, and recording of dccunjoatathr 

1 In support ofomenditures end abU^etbsw are usually inadequate. Such was the cu*« 

; 25X1 A2g with Project^^HwMch was afpreved ua&esr tbe following coodfctcos: 

’b. iiapmcgtur^s, vddate to abtve amas*, may be written off to 
m& mm m the basts of dopes is® aai c ertifleatton dT the Chiaf, PE Dlvt- 
sloci, tfead such intis bare been e*-p«aded tor the authorized purpose of to 
project. 
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fc. A Single Substantive file, so reflect to detail of such snpfadihtreo, 
will be maintained in Headquattets by to FE Olvietect nod available jp-rr 
'Eyes Only' basts, at to? disc red s»a of to Degputy Director (Pinas) and/or 
to CMe& FT- umsiom ‘ 

fbe audit of this preset covering to period 1 Nwembar W57 t# tl May 1961 re- 
veeled tot adequate detail was mt available to support a substantial amount of 
expenditures, and each Jocai-f sntrthr m ma available was not maintains*! withir e 
single substantive file. 


4. The FE Division in its mcsaeaanrhgn of 2$ September 1961 to to Chief, Audit 
Staff indicate* tot fe will in to hears toe advantage of OQ/8 technical cuhnee and 
assistance and ralahnlseto possibility of a recurrence of this unsatisfactory shift - 
tfca foaad with Project itoteevsr, this is oaty a partial solution to to problem 

and I anticipate tot wo will coetiaio so find other unsatisfactory situacic is ;mtil w? 
not oafy permit but, to tot, reqeiro to perform those catu s vddi 

which he is charged by Agerry it is, my view t;un the to i Kmlle 

can within any rsaaonabk: t .ecurity raso ictlaae pertortu thet* required dut tefc. k you 
agree with tbte principle, l will #u u»'#aaary amp a t» prapara a praceducal pftptor 


fox your conskfe atioti. 
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